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CONFIDENTIAL SECTION 1 OF 2 VIENTIANE 4658 

BANGKOK FOR USAID/LAOS RESIDUAL STAFF 

E.O. 11652: GDS 

TAGS: PFOR, EAID, EFIN, LA, US 

SUB J : FEOF NEGOTIATIONS: JUNE 30 DAB MEETING 

REF: A. VIENTIANE 4530 (NOTAL) 

B. STATE 147367 (NOTAL) 

SUMMARY: FEOF DONOR ADVISORY BOARD (DAB) MET JUNE 30 
PRIMARILY TO RECEIVE AND DISCUSS STUDY BY IMF RESIDENT 
REPRESENTATIVE ON IMPACT OF U.S. DECISION TO LIMIT 
SUBSCRIPTION TO THE $5 MILLION ALREADY DEPOSITED. REPORT 
REALISTICALLY PORTRAYED RAPIDLY WORSENING SITUATION OF 
BOTH FEOF AND LAO ECONOMY AS A WHOLE. FEOF CAN OPERATE 
FOR ABOUT TWO MORE WEEKS BEFORE IT DRIES UP. RECENT 
DECLINE IN OVER-LL FX SALES HAS MASKED SIGNIFICANT RISE 
IN SALES FOR POL IMPORTS. IMF RES REP SAID HE CANNOT IN 
GOOD CONSCIENCE ADVISE PGNU TO MAKE FURTHER CONTRIBUTIONS 
OF ITS OWN TO FEOF GIVEN DETERIORATING PGNU RESERVE 
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POSITION. DAB DECIDED TO MAKE NO SPECIFIC RECOMMENDATIONS 
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TO PGNU AT THIS POINT, ALTHOUGH WHAT PGNU DECIDES TO DO 
ABOUT POL IMPORTS WILL OBVIOUSLY BE CRUCIAL. DAB 
CONSENSUS WAS THAT ONLY PGNU COULD BE RESPONSIBLE FOR 
LIABILITIES AT SUCH TIME AS FEOF MIGHT CLOSE. 

OTHER PURPOSE OF MEETING WAS TO POLL DONOR COUNTRIES. 

U.K., ONLY ONE WITH INSTRUCTIONS, HAD BEEN AUTHORIZED TO 
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TO SECSTATE WASHDC PRIORITY 4651 
INFO AMEMBASSY BANGKOK 
AMEMBASSY TOKYO 
AMCONSUL UDORN 
DEPCHJUSMAGTHAI//USDAO//UDORN 

CONFIDENTIAL SECTION 2 OF 2 VIENTIANE 4658 

8. OTHER MAIN ISSUE WAS OF COURSE ABILITY OF OTHER 
DONORS TO SIGN CY 1975 AGREEMENTS ON BASIS OF NEW U.S. 

POSITION PRESENTED JUNE 25 (REFTELS). ONLY U.K. HAD 

RECEIVED INSTRUCTIONS, WHICH WERE TO SIGN FOR FULL CY 1975 

CONTRIBUTION OF $1.7 MILLION. JAPANESE (CHAIRMAN) AND 

FRENCH REPS SAID THEY BOTH EXPECTED INSTRUCTIONS BEFORE 

END OF WEEK; NEITHER IMPLIED THAT HE THOUGHT NEW 

INSTRUCTIONS WOULD PRECLUDE SIGNING. FRENCH REP NOTED QUESTION 

NOW WAS ONE OF URGENT AID TO PGNU, NOT A PROBLEM OF "STABILIZATION." 

AUSTRALIAN ALTERNATE REP WAS THE MOST UNCERTAIN, SAYING THAT 

(AS DESCRIBED REF A) A NEW MFA SUBMISSION TO CABINET 
AND THEN TO EXECUTIVE COUNCIL WAS STILL REQUIRED. THUS HIS 
INSTRUCTIONS MIGHT NOT COME UNTIL WEEK OF JULY 7. HE ALSO 
SPECULATED THAT GOA MIGHT BE CONSIDERING ALTERNATE FORMS 
OF ASSISTANCE. IT WAS AGREED TO HOLD NEXT MEETING JULY 4; 

LAO REP WILL HAVE ASSUMED CHAIRMANSHIP. THERE WAS CONSENSUS 
THAT TARGET DATE FOR SIGNING SHOULD BE ON/ABOUT JULY 11, 

AND - WHILE THERE WAS CERTAINLY NO OPTIMISM - NO ONE 
PREDICTED ALOUD THAT SIGNING WOULD NOT TAKE PLACE. 
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9. DAB EVEN DID A LITTLE POLISHING OF DRAFT 
MEMORANDUM OF UNDERSTANDING, AS FOLLOWS: 

A. FRENCH HAVE SLIGHTLY MODIFIED PARA 1 (B) - 
FORMERLY 1(C) - SO THAT LONG SECOND SENTENCE WOULD NOW 
READ: "THE FOREIGN CURRENCIES PUT AT THE DISPOSAL OF THE 

FUND BY THE FRENCH GOVERNMENT REPRESENT AN ADVANCE PAYMENT 
BY THE TREASURY FOR THE WHOLE OF ITS EXPENSES IN LAOS 
(PURELY LOCAL EXPENSES AND EXPENSES FOR IMPORTED PRODUCTS), 

WITH THE EXCEPTION OF ..." ETC. 

B. BRITISH PROPOSED, AND WE CONCUR THAT IT IS 

AN IMPROVEMENT, TO GRAFT WASHINGTON’S LANGUAGE FROM REF B 
ONTO FIRST SENTENCE OF PARAGRAPH 1(C) - FORMER 1(D) - 
SO THAT SENTENCE WOULD NOW READ: "THE CONTRIBUTING 
GOVERNMENTS WILL DEPOSIT WITH THE FUND NO LATER THAN 
FIFTEEN DAYS FROM THE DATE OF SIGNATURE OF THIS 
UNDERSTANDING INSTALLMENTS EQUAL TO FIFTY PERCENT OF 
THEIR REPSECTIVE SUBSCRIPTIONS, EXCEPT FOR THE UNITED 
STATES GOVERNMENT WHICH HAS ALREADY DEPOSITED THE FULL 
AMOUNT OF ITS PRESENT SUBSCRIPTION." 

10. IT WAS ALSO AGREED THAT IN PARAGRAPH IV OF EACH 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


COUNTRY'S CONFIDENTIAL LETTER THE PGNU LIMITS ON NET 
INFLATIONARY BORROWING FOR FIRST TWO QUARTERS OF CY 75 
WOULD BE DELETED. (FIGURES FOR REMAINING TWO QUARTERS ARE 
OF COURSE CONSIDERED UNREALISTIC.) 

1 1. U.S. REP STATED AT OUTSET OF MEETING THAT HIS 
ATTENDANCE SHOULD BE UNDERSTOOD AS GESTURE OF SUPPORT FOR 
FEOF, WHICH USG AFTER ALL HAD DEVISED, AND FOR LAO PEOPLE, 
WHO HAD BENEFITED FROM FEOF, AND ALSO AS ACT OF COURTESY 
TO HIS DAB COLLEAGUES. AT SAME TIME, HE HAD TO PROTEST 
ILLEGAL OCCUPATION OF US MISSION FACILITIES IN VIENTIANE 
WHICH WAS, TO PUT IT MILDLY, BEING TOLERATED BY PGNU. 
(BOUNSOUANE, WHO IS CLEARLY IN A MOST UNCOMFORTABLE 
POSITION FROM BOTH PERSONAL AND POLICY STANDPOINTS, MADE 
NO REPLY. HE LATER THANKED US REP WHEN LATTER STATED 
WILLINGNESS TO ATTEND JULY 4 MEETING DESPITE IT FALLING ON 
HIS NATIONAL DAY.) 

12. IMF RES REP'S REPORT BEING POUCHED TO LAOS 
DESK AT STATE AND AID; USAID/LAOS RESIDUAL STAFF 
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IN BANGKOK; EMBASSY VIENTIANE "FORWARD ELEMENT" AT UDORN; 
AND EMBASSY TOKYO. 

13. FOR TOKYO: YOU ARE INCLUDED AS INFO ADDRESSEE 
IN LIGHT OF TOKYO 8712. IF AFTER READING THIS MESSAGE 

YOU DECIDE THAT YOU REALLY PREFER YOUR FEOF INFO FILTERED 
THROUGH DEPT, PLEASE ADVISE. 

CHAPMAN 
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